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1 . IN RESPONSE TO REFTEL, IT SHOULD BE NOTED AT THE OUTSET THAT 
THE PERUVIAN REVOLUTIONARY GOVERNMENT YEILDS TO NO OTHER LA 
REGIME IN ITS ESPOUSAL OF PANAMA'S OBJECTIVES AND POSITIONS IN 
CURRENT CANAL NEGOTIATIONS. 

2. IF THE U.S. AND PANAMA SIGN A NEW TREATY AND BEGIN THE RATI- 
FICATION PROCESS, THE VELASCO GOVERNMENT WILL NO DOUBT HAIL SIG- 
NATURE AS ANOTHER THIRD WORLD VICTORY OVER U.S. "COLONIALISM." 

GOP OFEICIALS AND THE PRESS WILL CALL FOR EARLY U.S. RATIFICA- 
TION. POSSIBLY THROUGH PRIOR ARRANGEMENT, THE GOP COULD EVEN GET 
OUT IN FRONT OF THE PANAMANIAN GOVERNMENT IN URGING FINAL U.S. 
AGREEMENT. THE TONE OE THE PERUVIAN MEDIA WILL BECOME MORE 
STRIDENT THE LONGER THE U.S. RATIEICATION PROCESS TAKES, AND THE 
GOP WILL USE ALL AVAILABLE FORA SUCH AS THE MAY OAS MEETING AND 
NON-ALIGNED CONFERENCES (ONE IS SCHEDULED HERE FOR AUGUST) TO 
PRESS THE U.S. ON THIS ISSUE. 

3. IF THE U.S. SENATE REEUSED TO CONSENT TO RATIFICATION OF A 
TREATY ONCE SIGNED, THE VELASCO GOVERNMENT WOULD PREDICTABLY BE 
IN THE EOREFRONT IN CRITICIZING THE U.S. THE GOP WOULD LIKELY 

GIVE FREE REIN TO LEFTIST ELEMENTS IN THE PRESS. WE WOULD EXPECT 
THE CLIMATE IN WHICH U.S.-PERUVIAN BILATERAL RELATIONS ARE CON- 
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WOULD TAKE EVERY OPPORTUNITY IN INTERNATIONAL GROUPINGS TO CRITI- 
CIZE THE U.S. REFUSAL. 

4. WE DO NOT RULE OUT THE POSSIBILITY OF GOP ACQUIESCENCE IN 
ANTI-U.S. DEMONSTRATIONS. IF THERE WERE DEMONSTRATIONS THAT GOT 
OUT OE HAND IN PANAMA AND LATIN BLOOD WERE SPILLED THERE, PRES- 
SURAG EOR DEMONSTRATIONS HERE WOULD INCREASE. HOWEVER, THE GOP 
IS OPPOSED GENERALLY TO POLITICAL DEMONSTRATIONS BECAUSE ANTI- 
REGIME ELEMENTS CAN TAKE ADVANTAGE OE THEM. THIS POLICY WOULD 
ARGUE AGAINST THE GOP ALLOWING ANTI-U.S. DEMONSTRATIONS DESPITE 
THE SEEMING ATTRACTIVENESS OF THE ISSUE AND STRONG LEFTIST PRES- 
SURES TO TAKE TO THE STREETS. 

5. THE PERUVIAN GOVERNMENT'S STANCE IN THE THIRD CONTINGENCY - 
THAT TALKS BREAK DOWN - WOULD BE SIMILAR TO THE CASE IN WHICH 
THE SENATE REEUSED TO APPROVE A TREATY. THE GOP'S REACTION COULD 
BE EVEN MORE STRONGLY NEGATIVE IN TERMS OF ITS OWN RHETORIC AND 
THE RHETORIC IT COUNTENANCED IN THE PERUVIAN MEDIA. 

6. DESPITE ALL THE EOREGOING LIKELY ATMOSPHERICS, THE PERUVIAN 
GOVERNMENT WOULD PROBABLY MOVE CAUTIONSLY TO TAKE ACTION AGAINST 
U.S. ECONOMIC INTERESTS IN THIS COUNTRY. EVEN THOUGH THE GOP 

MIGHT PREFER TO GET ALONG WITHOUT U.S. DEVELOPMENT AID, LOANS AND 
PRIVATE INVESTMENT, IT IS PRAGMATIC ENOUGH TO KNOW THAT IT CANNOT 
PRESENTLY DO SO AND MEET ITS OWN PERCEIVED NEEDS. GOP PRUDENCE 
IN THIS REGARD MIGHT BE HEIGHTENED IE GENERAL MORALES BERMUDEZ 
MOVES UP TO THE PERUVIAN PRESIDENCY OR ASSUMES A STRONGER 
POLICY-DETERMINING ROLE IN HIS PRESENT POSITION OP PRIME MINISTER. 
HOWEVER, WE SHOULD NOT OVERESTIMATE MORALES BERMUDEZ' ABILITY 
(OR NECESSARILY HIS DESIRE) TO MODERATE GOP POLICIES AND ESPEC- 
IALLY ITS STRONG SUPPORT OP PANAMA. 

7. PURTHER AS TO MORE BASIC REACTIONS AND IMPACT HERE, IP IT IS 
NOT POSSIBLE TO NEGOTIATE AN ACCEPTABLE TREATY THEN A STRONG, 
TACTUAL U.S. STATEMENT OP DETERMINATION TO PROTECT ITS OWN INTER- 
ESTS, AND NOT TO ABANDON OR APOLIGIZE FOR THEM FOR THE SAKE OP 
STILLING LATIN SHRILLNESS, WILL MAKE AN IMPRESSION ON MANY 
REALISTS IN PERU. THIS IMPRESSION COULD HAVE BENEPICIAL EPPECTS 

ON INFLATED EXPECTATIONS IN AREAS OP BILATERAL AND MULTILATERAL 
CONTENTION HERE. 
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